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In 1993, the Cuban government plans to open its first international auction for foreign companies
interested in competing for onshore and offshore oil exploration rights in Cuba. Until now, the staterun company Cuba Petroleum (Cuba Petroleo, CUPET) awarded oil exploration and exploitation
contracts to foreign companies solely on the basis of bilateral negotiations with interested firms.
Over the past eight years, the government granted eight such contracts to three companies: Total
(France), Taurus Company (Sweden), and North West Energy (Canada). The Canadian firm alone
signed six of the eight existing contracts: four to extract oil from existing fields, and two exploration
agreements. In 1992, CUPET contracted the Wales-based firm Simon Petroleum Technology (SPT)
to help promote foreign interest in the oil industry and to prepare the country's first international
auction for interested firms. The SPT has outlined 11 targeted oil fields and reserves for exploration
and exploitation rights (eight onshore and three offshore) and has set Aug. 1 as the deadline for bids
by interested auction participants. On Feb. 10, SPT and CUPET held a forum in Canada to explain
bidding procedures and Cuba's oil exploitation laws and tax regulations. A similar forum is planned
for Feb. 17 in London. In addition, SPT and CUPET have prepared detailed reports on general oil
prospects in Cuba, as well as specific case studies on each of the 11 targeted exploration fields.
The reports contain seismic surveys covering a 500 km. region, plus detailed technical maps of the
entire island. SPT spokespersons say the reports and the international forums should help generate
greater foreign interest in Cuba's petroleum potential, since skepticism reigns among many foreign
firms over the extent of Cuba's petroleum reserves. Critics say most of Cuba's reservoirs have
already been explored, with 1,600 wells drilled and 25 fields identified. The largest of these is
Varadero, with an estimated 1.1 billion barrels. But SPT officials argue that most of those wells were
drilled on less than 5% of the total area suspected to contain exploitable reserves, and to date, no
drilling has taken place offshore. "The reports show that high quality source and reservoir rocks are
present in the sedimentary sequence, and the structural complexity provides a range of trapping
opportunities, with all the components for additional reserves present," one SPT spokesperson told
Inter Press Service (IPS). "The potential for further discoveries is excellent." The Cuban government
hopes an increase in domestic oil production will reduce the country's chronic petroleum deficit,
while earning sorely needed foreign exchange. Oil imports plummeted after Russia canceled Cuba's
sugar-for-oil barter deals with the former Soviet Union, which until 1989 allowed the island to
receive about 3 million metric tons of oil for every 1 MT of sugar exported to the former USSR (see
Chronicle 09/17/92). Given the loss of subsidized markets for Cuban exports in Russia and other
Eastern European countries, Cuba's purchasing power has plunged, with the total value of imports
falling from US$8.1 billion in 1989 to US$2.2 billion in 1992, a 73% drop. As a result, Cuba only
imported about 6 million MT of oil and petroleum products in 1992, less than half the 13 million MT
imported in 1989. In December 1992, Cuba and Russia did sign a new sugar- for-oil barter contract,
but the terms of trade reflect commercial market rates. Under the contract, Cuba will export about
1.5 million MT of sugar to Russia, and receive in return about 2.3 million MT of oil. (Sources: Reuter,
12/17/92; Inter Press Service, 01/14/93; Agence France- Presse, 02/10/93)
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